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1
Marketing Board’sMission

1.1 Statement of Mission

The mission of the Universal Lifeline Telephone Service Marketing Board isto
increase the overall use of cut-rate telephone service by eligible customer s by means of
competitively neutral marketing efforts, and to do that by informing consumerswho are
qualified or who may be qualified for cut-rate telephone service about the availability of
that service, helping individual consumers determine their eligibility for that service, and
helping qualified consumer s obtain, retain and not inadvertently lose that service.

Universal serviceisthe ability of everyoneto have accessto affordable, high quality
telecommunications service. Universal service meansthat every person has accessto 911
emergency service. Universal telephone service allows us contact physicians, schools,
businesses, gover nment and potential employers, and also allows them to contact us. Cut-
rate service means low-cost service authorized by the Moore Act for eligible customers.

1.2 Statutory Origin of Mission Statement

An understanding of the Universal Lifeline Telephone Service Marketing Board's
mission and its proper implementation require an understanding of the board’s origin.

The statement of mission closely tracks the Moore Universal Telephone Service Act
(Moore Act),! and it reflects and comports with the decisions and rules of the California Public
Utilities Commission (Commission) implementing that legislation.?

The Moore Act’s goal, as expressed by the California Legidature, was and is “[t]he
offering of high quality basic telephone service at affordable rates to the greatest number of
citizens....”> The Moore Act, which became law September 1983,% is based on the premise that
“[c]ommunication by telephone is a basic human need in modern society, and must be made
availableto al Californians at reasonable cost for basic minimum use.”> The serviceis funded

! Public Utilities Code §§ 871-886.

2 See Appendix A, below.

® Public Utilities Code § 871.5(a).

4 Stats. 1983 ch. 1143 (AB 1348, Moore).

> Stats. 1983 ch. 1143 § 1(a) (statement of legislative intent); expanded and modified in
1987 by Public Utilities Code 88 709 and 871.5 (Stats. 1987 ch. 849).



by surcharges set at 1.45% in 2001-2002.° At the end of 2001 it supported approximately 3.7
million people,” who pay approximately half the regular price of basic local telephone service.®

The marketing program is necessitated by decisions made by Congress and the California
Legidature to foster the evolution of advanced telecommunications services by permitting and
facilitating the creation of an open, diverse and competitive telecommunications market. 1n 1994
the California Legislature adopted legislation which directed the Commission to open all
telecommunications markets to competition by January 1, 1997,° and it also directed the
Commission to ensure that the goal's of universal service continue as competition develops.*

In order to achieve its goal of universal service -- service at affordable ratesto the
greatest number of people -- the Legislature charges the Commission and aso the carriers it
regulates to employ “every means ... to ensure that every person qualified to received lifeline
telephone serviceis informed of and is afforded the opportunity to subscribe to that service.”**
That is both the origin and the essence the mission of the board, which began operationsin
January 1988 pursuant to implementing decisions issued by the Commission in 1996" and
1977.

The board seeks to be competitively neutral -- not unfairly advantage or disadvantage
individual carriers. Thisflowsfrom the federal Telecommunications Act of 1996, which allows
states to impose “requirements necessary to preserve and advance universal service” but only on

® Resolution T-16594, p. 4, fn. 7 (October 11, 2001), reduced to 1.14% effective
November 1, 2001.

" Resolution T-16594, p. 3, fn. 5 (October 11, 2001).

8 Cut-ratelocal service costs about $10 per month for each supported household, at an
annual cost to the industry and other customers of about $320 million, of which about $60
million comes from the FCC, and about $282 million comes from surcharges on non-lifeline
customers’ billsin California. Of the $282 million, about $5.9 million is alocated to marketing.

® Stats. 1994 ch. 1260 (Ab 3606, Moore).
10 Stats. 1994 ch. 278 (AB 3643, Polanco).
1 pyblic Utilities Code § 871.5(c).

12 D.96-10-066 dated October 25, 1996.

13 D.97-12-105 dated December 16, 1997, as modified by D.98-10-050 dated October
22,1998. These were further modified by D.01-09-064 dated September 20, 2001, which
adopted a new interim charter for the board.



a“competitively neutral basis.”** Aslanguages continue to proliferate, it is the board’s goal that
its marketing efforts remain competitively neutral. The problem isthat only the largest firms
have economies of scale needed to interact with customers in multiple languages economically.
To respond to that problem, the board hopes to achieve acommon marketing program that
addresses all groups of consumersin all languages they speak on behalf of all licensed carriers.

1.3 Legidative Policies and Expectations

The Legidature has also expressed numerous related policies and principles that explain
the Legislature’ s decisions and provide guidance to the Commission, board, carriers and others
in implementing them:

I' The Moore Act helps to achieve universal service by making basic residential
telephone service affordable to low-income citizens ... *°

I Itisstate policy to assure “the continued affordability and widespread
availability of high-quality telecommunications service to all Californians.”*°

I' “The furnishing of lifeline telephone serviceisin the public interest and should
be supported fairly and equitably by every telephone corporation ...."*

I' The Commission “should implement the program in away that is equitable,

nondsi scriminatory, and without competitive consequences for the ... industry
” 1

14 47 USC §253(b); this requirement was affirmed by the California Legislature in Public
Utilities Code 8§ 871.5(d), and by the Commission in D.96-10-066 dated October 25, 1996
(Opinion, 68 CPUC2d 524, 639-640) and D.98-10-050 dated October 22, 1998 (Opinion, p. 2).
In its 1996 opinion, the Commission stated: “We believe that in a competitive environment, a
single entity should be responsible for the marketing of ULTS services. The advantage of this
approach isthat no particular carrier is directly benefitted by ULTS marketing activities.

Instead, potential customers are free to choose which carrier they want to call. A single entity
aso limitsthe size of the ULTS marketing expenses. Instead of ratepayers having to subsidize
multiple ad campaigns, there could be a single budget for marketing expenses. A third
advantage is that the entity can specifically target the ULTS marketing to customer groups which
have lower subscribership rates.”

> public Utilities Code § 871.5(b).
18 pyblic Utilities Code §709(a).
7 public Utilities Code § 871.5(d).

8 public Utilities Code § 871.5(d).



I The service must “meet minimum residential communications needs
[including] the ability to originate and receive calls and the ability to access
electronic information services.”*°

I' “The Commission must annually ... [a] ssess the degree of achievement of
universal service, including telephone penetration rates by income, ethnicity, and

geography.”°

I “Every telephone corporation ... shall inform all eligible subscribers of the
availability of lifeline telephone service, and how they may qualify for and obtain
service...” %

I “Every telephone corporation ... shall accept applications for lifeline telephone
service according to procedures specified by the commission.?

I' “The commission shall ... investigate the feasibility of redefining universal
service ... with an emphasis on therole of ... Internet servicesin the workplace, in
education and workforce training, access to health care, and ... public safety.”%

I Itisstate policy to “encourage ... the equitable provision of services ... which
[meet] consumer needs.”#*

I Itisstate policy to encourage “the ubiquitous availability of a wide choice of
state-of -the-art services.?

1.4 Commission Decisions and Rules

Inits 1994 |egislation that directed the Commission to open California s local
telecommunications market to competition, the Legislature directed the Commission to ensure

9 pyblic Utilities Code § 873(8)(1),(b).

20 pyblic Utilities Code § 873(a)(4).

2! public Utilities Code § 876.

22 pyblic Utilities Code § 876.

2 Public Utilities Code § 883(b)(1); see also § 882..
24 Public Utilities Code §709(b).

2 public Utilities Code §709(b).



that the goals of universal service continue as competition develops, and it also directed the
Commission to investigate and report on steps needed to ensure that “[e] essential telecommuni-
cations services ... be provided at affordable pricesto all Californians regardiess of linguistic,
cultural, ethnic, physical, geographic, or income considerations.”*® The Commission responded
by proposing universal service rules?” and issuing a Universal Service Report to the Legislature
(December 1995).

In its December 1995 report to the Legislature, the Commission noted that “[b]asic
service is the gateway, or the connection, to the telephone network” and that “[w]ithout that
connection, a person’ s ability to participate in society islimited.?® In itsreport, the Commission
affirmed that eligible low-income consumers should continue to receive cut-rate service funded
by asmall charge on all telephone bills, and it also noted that it “must revise and adjust its
existing universal service programs’ by “establishing new mechanisms to preserve access and
affordability for customers and ensure competitive fairness to al telephone carriers.”?

The Commission has: (@) issued three decisions that implement the marketing program
required by the Moore Act; (b) revised General Order 153, which defines the lifeline program,
specifiesits sources of funding, and addresses related issues; and (c) adopted an interim charter
of the Universal Lifeline Telephone Service Marketing Board.*

' In D.96-10-066 dated October 25, 1996, Commission established the Universal
Lifeline Telephone Service Marketing Board as the entity responsible for
marketing lifeline service, and directed the Commission’ s staff to convene a
workshop and develop the marketing program’ s goals, purpose and organizational
framework.

' In D.97-12-105 dated December 16, 1997, the Commission elaborated on the
role and purpose of the Universal Lifeline Telephone Service Marketing Board
and defined the board’ s makeup.

% Stats. 1994 ch. 278 (AB 3643, Polanco).

27 D.95-07-050 (July 1995).

8 Universal Service Report to the Legislature (December 1995), p 9.

% Universa Service Report to the Legislature (December 1994), pp. 4, 9, 18.

% The three decisions are: D.96-10-066 dated October 25, 1996; D.97-12-105 dated
December 16, 1997, and D.98-10-050 dated October 22, 1998, issued in R.95-01-020 filed
January 24, 1995, and 1.95-01-021 filed January 24, 1995. The interim charter was adopted by
D.01-09-064 dated September 20, 2001.



I' In D.98-10-050 dated October 22, 1998, the Commission modified the
previous decisions by ordering that a permanent marketing program be delayed
until the completion of a marketing study.

I' In D.01-09-064 dated September 20, 2001, the Commission adopted interim
charters for the Marketing Board and several other Commission advisory
boards.® It focuses on administrative issues. In case of conflict it supercedes the
other decisions cited above.

The four decisions together express the principles and establish the rules that guide the
design and implementation of the marketing program. These principles and rules are
summarized in Appendix A. Chief among them are the following:

31 These implement legislative mandates in SB 669 and related bills, codified at Public
Utilities Code § 270 et seq, which transferred the source of funding of the cut-rate services and
their administration from atrust to the State Treasury effective October 1,2001, resulting in a
realignment of relationships.



I' “The ULTSMB should implement a mass-marketing campaign for the ULTS

program ...." %

I “[M]arketing [is] an important part of the ULTS program since marketing is

one of the primary means by which low-income households are informed about
the existence of the ULTS program and how to participate in the program.”

I “[T]he ULTSMB [shall] focus on achieving the ULTS program goal of
providing basic phone service to al qualifying low-income households.”**

' The ULTSMB shall “(1) develop annual ULTS marketing budgets, (2) devise
competitively neutral marketing strategies, and (3) oversee the implementation of
ULTS marketing campaigns.”®

I “[T]he ULTSMB [shall] achieve ... the greatest reduction possiblein ...
households ... without ... service and [the] greatest increase possible in the use of
the ULTS program among those ... who currently have ... service.”*®

Other important policies and principles are expressed in Appendix A.

2
Marketing Board’sVision

2.1 Statement of Vision

TheUniversal Lifeline Telephone Service Marketing Board and its contractors,
sub-contractor s and community organizations acting pursuant to Commission-awar ded
contracts and grants envision a thoughtfully-designed, public-spirited, multi-faceted,
vigorously-administered, effective, efficient, continually-assessed and constantly-improving
process that informs consumerswho are qualified or who may be qualified for cut-rate

%2 D.98-10-050 dated October 22, 1998, p. 7 (Opinion, ____CPUC2d ).
% D.98-10-050 dated October 22, 1998, p. 1 (Opinion, _ CPUC2d _ , ).
34 b.97-12-105 dated December 16, 1997, p.4 (Opinion, ___ CPUC2d ___, ).

% D.98-10-050 dated October 22, 1998, p. 2 (Opinion, ___ CPUC2d __ , ).

% b.97-12-105 dated December 16, 1997, p. 7 (Opinion, cPuc2d ., ).



telephone service about the availability of that service, that helpsindividual consumersto
determine whether or not they are digiblefor the service, and that helps eligible consumers
to obtain, retain, and not inadvertently lose that service.

Thethought, resour ces and energy of the board, its contractors, sub-contractors,
community organizations and staff focus on informing and assisting individual consumers
in the most efficient and effective ways. Thekey criterion in assessing the effectiveness and
efficiency of any contractor, sub-contractor or community organization isthe number of
eligible customerswho are newly enrolled or who are properly re-certified asaresult of its
efforts, and all progressreportsincludethat and related data, including cost relationships.

Recognizing that most eligible customer s cannot be reached by theregular media,
information dissemination is carried out by a thoughtful mix of both narrowly-focused
broadcast media and one-on-one communications. Major relianceis placed on community
organizations, which are highly effective and efficient in both infor mation dissemination
and providing practical guidance and assistance to consumers.

Theboard relieson atelephone call center to provideinformation and connect
eligibleor potentially eligible customers (or those assisting them) with appropriatecarriers.
To enhance efficiency and assur e accur ate accounting, provision of information, and other
program goals, all contractors, sub-contractorsand community organizationsrefer eligible
customersor potentially eligible customersto the call center.

Recognizing that gathering and reporting relevant infor mation and continuous
improvement are among the attributes of almost any effective program, all contractors,
sub-contractors and community organizations gather and report relevant data; routinely
conduct internal self-assessments; seek and obtain assessments of their own activities and
of those for which they areresponsible; and continuously improve.

2.2 Guiding Principles

2.21 Composition of marketing board. The Marketing Board members are
sophisticated in telecommunicationsissues. They are knowledgeable about both traditional
voice telephone service as well as new and emerging telecommunications services and
technologies and how these meet consumer needs. They are especially sensitive to the needs and
interests of low-income consumers and households, to the marketplace challenges that |ow-
income consumers confront, and to the related social and policy issues.

2.22 Reliance on private sector organizations. The Marketing Board envisages a
multi-faceted marketing program that is carried out amost exclusively by organizationsin the
private sector, including both for-profit and nonprofit organizations. These organizations are
highly capable and highly motivated, and they work competently and diligently to achieve the
goals and objectives and perform the contract terms expressed in formal written contracts




designed by the board and Commission staff and entered into between the organizations and the
Commission.

2.23 Delegation of functions. The contractors achieve the goals and objectives to
which they have agreed both through their own staff and through the efforts of sub-contractors
and community organizations. They delegate some of their responsibilities to other private-
sector organizations, who carry out the terms of formal written contracts that they in turn enter
into; and they delegate some of their responsibilities to community organizations, whose
functions are defined by the terms of grants made to them by the contractors.

2.24 Marketplace-driven marketing. The Marketing Board envisages an array of
effective and cost-efficient marketing efforts driven by facts, statistics and values identified in
and derived from board-directed marketing surveys, from the annual surveys conducted by the
Commission under Public Utilities Code section 8973(a)(4), and from reports and feedback from
the board’ s contractors, sub-contractors, community organizations, and members of the
communities served. Decisions are influenced at every point by the common sense of its
members, the staff of the Commission, Commissioners, consultants, members of the public, and
those who carry on the day-to-day work.

2.25 Marketing focuses on eligible groups. In the same way that igibility for
cut-rate serviceis highly focused on eligible households with low-income, the marketing of that
service is highly focused on eligible households with low-income. In general, marketing efforts
can be significantly more focused and effective when coordinated though community groups and
ethnic organizations. To accomplish highly focused and effective marketing, detailed marketing
information is obtained and used.

2.26 Reliance on community organizations. The Marketing Board reaches the
members of its target populations, many of whom are not proficient in English, by relying
extensively on community organizations to communicate with and assist individual consumers.
By virtue of their close connection with target populations, community organizations have
superior ability to interact successfully and productively with members of the target populations.

2.27 Broadcast dissemination of information. The Marketing Board broadcasts
information to and makes information available for access by target populations by all available
means, including “800" services, radio, TV and printed material; since this method of
dissemination generally requires affirmative action by the recipient and does not typically begin
with one-on-one contact, it isreferred to here as “broadcast dissemination,” although the
selection of the medium ordinarily targets a particular group.

2.28 Individually targeted outreach. The Marketing Board al so disseminates
information to individual members of target popul ations on a one-to-one basis through its call
center, outreach by community organizations, and other forms of direct contact. This activity
reaches out to individual personswho are or may be eligible. It is proactive, and does not
typically begin with affirmative action on their part.

-10-



2.29 Diverse recipients of information. Both methods of information
dissemination -- broadcast and individually targeted outreach -- provide information to and
address the needs of two distinct groups of people: (a) individual persons who are qualified or
may be qualified for lifeline telephone service, and (b) individual persons and organizations who
advise and/or assist persons who are or may be qualified for lifeline service. While advanced
media (such as the Internet) may be unsuitable for communicating with the first group, it can be
well suited for communicating complex and changing information, such as the services and
policies of carriers

2.29a Marketplace data and intelligence. The Marketing Board deploys a variety
of data-gathering and feedback mechanisms to assure that its marketing efforts are effective and
cost-efficient. These also assist the Marketing Board in both refining existing programs and
planning future marketing efforts. The mechanisms include formal marketing surveys by the
board and Commission, periodic reports by participants in the program, meetings with
participating organizations and individuals, and reports from consultants retained to evaluate the
programs.

2.29b The call center. The Marketing Board' s contracts include the provision of
a process and mechanism -- acall center -- by which individual consumers and persons who
assist them, including relatives, neighbors, and friends, as well as the contractors and community
organizations funded by the board, can help verify the eligibility of a consumer or household,
identify and put the individual in touch with a suitable carrier, actively assist an individual or
household in obtaining and re-certifying (and not inadvertently losing) the cut-rate service, and
learn about other related services (such as toll blocking) that they may need.

2.29c Competitive neutrality. Given the requirement that activities be carried out
in ways that are competitively neutral -- not unfairly advantageous or disadvantageous to
individual carriers -- the Marketing Board is mindful of the challenges resulting from the
proliferation of languages used by eligible groups. Since only the largest firms enjoy the
economies of scale needed to be able to economically interact with customersin multiple
languages, the Commission and the board (through its contractors) must gain the capacity (and
resources) to be able to interact with eligible customersin all of the languages that are spoken in
California, so that non-English speaking customers can receive service from non-dominant
carriers without the carrier becoming obligated to interact in the consumer’ s foreign language,
and so that non-English speaking customers will not lose their service for failure to understand a
carrier’ s re-certification notice.

2.29c Assessment and evolution of marketing efforts. While the full extent of the
Marketing Board' s vision is not achievable in the near term and will not be achieved without
continuing effort, experiment, assessment, feedback and improvement, and without adequate
resources, the Marketing Board uses the resources that are available to it to design, oversee,
assess, and constantly refine a broad array of programs and activities that operate to help achieve
the board' s vision in the most effective and efficient ways possible.

-11-



2.29d Assessment criteria. The Marketing Board assesses the effectiveness of the
overall program and its components by applying the following and similar criteria: changesin
the level of subscribership over areporting period; changes in awareness measured by tracking
inquiries; effectiveness of mass media measured by reach and frequency of contact with target
populations; [etc.] ....

2.3 Methods and Style of Broadcast Dissemination of Information

The Marketing Board envisions programs for the broadcast dissemination of information
that reflects the following qualities:

I Information is available to members of the public, including but not limited to
persons eligible for lifeline telephone service, 24 hours a day.

I Information is available to those who desire it by one or more “800" numbers
which provide pre-recorded information 24 hours aday, and alive operator from
at least 8:00 am. to 6:00 p.m. daily.

I' Information is provided principally to those segments of the population that
have the lowest telephone penetration rates. Initially, these consist of the African
American, Cambodian, Chinese, Filipino, Hispanic, Hmong, Korean, Laotian and
Vietnamese population groups.

I Information is provided in an appropriate number of languages as determined
by both need and available funding. Initially, information is provided in English
and Spanish only; other languages will include Cantonese, Korean, Japanese,
Mandarin, Spanish, Tagalog and Vietnamese, Parsi, Russian, and Armenian,
among others.

I Mediaoutreach may include radio (interviews, talk shows, public service
announcements, commercials); television (interviews, talk shows, public service
announcements, commercials); mass mailings (letters and brochures; door
hangers; flyers); print (newspaper articles; newspaper ads); alternative media
(theaters, buses, bus stops, bus benches, outdoor displays).

I Information is avail able anytime on demand by Internet web sites provided and
maintained by (a) the staff of the marketing program, (b) the Commission, and (c)
licensed carriers.

I The Commission’s website includes a matrix in which call licensed carriers

and the carriers' Internet websites are identified; these are uniform in appearance,
and permit and facilitate comparison shopping by consumers.

-12-



I' Thekinds of information available on carriers’ Internet websites include name
of carriers; telephone and Internet address; how to sign up; hours of business;
geographical areas served; services provided; how charges are calculated and
billed; languages in which the carrier interacts with its customers; languagesin
which self-certification and re-certification notices are provided; and how
customer disputes are resolved.

I Information is written, organized and presented in plain language and
standardized format and in ways that are most likely to communicate effectively
in order to enhance communications to and promote ease of use by
unsophisticated consumers.

2.4 Individualy Targeted Dissemination and Outreach

The majority of the Marketing Board' s efforts are devoted to proactive
marketing and assistance of the following kinds:

I Information is disseminated to individual consumers by contractors,
subcontractors and community organizations, on an interactive basis, to persons
who are qualified or who may be qualified to receive cut-rate telephone service,
aswell asto persons who inform, advise or assist qualified or potentially qualified
persons.

I Qutreach is conducted and information is disseminated in awide variety of
ways, and in the languages and styles in which people interact, with an emphasis
on persona exchange.

I Most of the outreach is carried out by community organizations pursuant to the
terms of grants made by the board’ s contractors and sub-contractors, employing
one-on-one contact at cultural and community events of all kinds.

I Illustrative kinds of information that is disseminated by these means include
the reasons that households should have a telephone; the availability and benefits
of cut-rate service; names of carriers; telephone and Internet address; how to sign
up; hours of business; geographical areas served; services provided; how charges
are calculated and billed; languages in which the carrier interacts with its
customers; languages in which self-certification and re-certification notices are
provided; and how customer disputes are resolved.

2.5 Persona Counsealing and Enrollment Services

The Marketing Board envisions a process that actively helps persons who
are digible for cut-rate tel ephone service to obtain that service and related

-13-



telecommunications products in the following ways:

I Active assistance is provided by the call center and the board’'s
contractors, sub-contractors, community organizations and others
who contact the call center.

I Active assistance is provided by the contractors, sub-
contractors, community organizations, call center and othersto
individual consumers and households, including assistance in
identifying and communicating with a suitable carrier, and in
obtaining the cut-rate service (including completion and
submission of the self-certification questionnaire).

I Active assistance is provided by the contractors, sub-
contractors, community organizations, call center and othersto
individual consumers and householdsin selecting toll and long-
distance carriers.

I Active assistance is provided by the contractors, community
organizations, call center and othersto individual consumers and
households in identifying related services (such as toll blocking) of
kinds that lifeline customers typically need and purchase.

I Serviceis provided by trained personnel of the contractor, sub-
contractors, community organizations and call center, who interact
with the customer in the language of the customer.

I Serviceis provided by trained personnel who function
competently and with complete integrity in the best interests of the
particular consumer.

I Personal assistance is provided where needed and desired by the
customer on the selection of alocal carrier, toll carrier, or long-
distance carrier; purchasing of related services (including toll
blocking); how to deal with fraud and other consumer abuse; how
to use, manage or avoid “900" and other advanced services, and
how to act wisely in the market.

2.6 Independent Call Center

As ameans to accomplish the other goals described in this plan, the
Marketing Board envisions the existence of an independent call center whose
gualifications, qualities and operating style include the following:

-14-



I' Thecall center interacts with members of the public who are or
may be qualified to receive lifeline telephone service, aswell as
with persons who assist them, including relatives, neighbors,
friends, and the contractors, sub-contractors, and community based
organizations that are involved in hel ping them.

I' Thecall center has all of the personnel and equipment needed to
successfully and productively interact with the diverse members of
this group.

I The call center maintains the Marketing Board’ s “800" number
“information” lines 24 hours aday, and creates pre-recorded
messages in an appropriate number of languages determined by
both need and available funding.

I' The call center responds to calls made to the Marketing Board' s
regular “800" number during regular business hours — at least from
8:00 am. to 6:00 p.m. Monday through Friday with the exception
of state holidays -- by live persons.

I' The call center responds to calls made to the Marketing Board' s
regular “800" number after regular business hours by recording the
message and responding to it during the next working day.

I Thecall center interacts with callersin an appropriate number of
languages as determine by both need and available funding.

2.7 Relation Between Marketing Contractor and Call Center

The marketing contractor works cooperatively with the call center, and the call center
works cooperatively with the marketing contractor. The core function of the marketing
contractor isto identify and interact with individuals who are eligible or who may be eligible,
and connect them to the call center. The core function of the call center, in turn, isto verify
eligibility and connect the individual with a carrier who will provide service. Both the marketing
contractor and the call center perform awide range of related and supportive functions.

3
Strategic Plan

3.1. Overview

The Commission originally requested the Marketing Board to design and conduct a

-15-



marketing survey to guide the design of the marketing program, and to await the results of that
survey before engaging in any marketing efforts. Soon after the Marketing Board was created,
the Commission reversed that approach, and requested the board to first design and launch an
interim marketing program, and then focus on the design and conduct of a marketing survey.
While this strategy delayed the design and conduct of the marketing survey, the conduct of the
interim marketing programs will have generated a vast amount of information and insight that
will be useful (along with other inputs) in designing a permanent marketing program.

3.2 Market Research Study

In D.97-12-105, the Commission ordered that market studies be conducted prior to any
expenditures for marketing purposes. The task of developing a Request for Proposal for
marketing studies began at the board’ s meeting on February 18, 1998. After developing the
RFP, the approval of the RFP was delayed pending resolution of alawsuit involving outsourcing
issues. Inlight of the pendency of that lawsuit and the Commission’s assessment of the length of
time that the RFP approval and contracting process would consume, and the negative effects of
the absence of a marketing program on the low-income community, the Commission reversed its
decision and ordered the board to conduct an interim marketing program as itsfirst priority.

While the commencement of the market research study was also the subject of numerous
delays beyond the board’ s control, the Commission approved a proposed contract with a market
research firm, Valdez & Associates, on February 8, 2001, calling on the firm to “develop, design,
and conduct a baseline study that identifies the number and demographics of households that
qualify” for cut-rate telephone service.® The firm’s report was submitted to the board on
November 13, 2001.

The report’ s key findings include the facts that of the 9.8% of eligible households that do
not have telephone service, most had tel ephone service that was disconnected, and that a
substantial percentage of eligible customers are transients. While the report and its findings and
recommendations need to be thoroughly digested, these data suggest the need to focus on the re-
certification process, and to include local number portability as an element of cut-rate service.

The market research survey and report will form akey element in the design of a
permanent marketing program. Other inputs into the design of a permanent marketing program
will include: (&) an assessment of the interim programs conducted by Sjoberg Evashenk
Consulting now underway, (b) the recommendations of the first interim marketing program
contractor, Deen + Black Public Relations; (c) the recommendations of the second interim
marketing program contractor, Richard Heath & Associates; (d) the recommendations of the first
call center operator, C& K Teleservices (a sub-contractor of Deen + Black Public Relations); (€)
the recommendations of the second call center operator, Richard Heath & Associates; (f) the
insights gained by the board and its staff in the course of designing and overseeing the marketing

3" Resolution T-16496 dated February 8, 2001, approving proposed contract with Valdez
& Associates for the amount of $884,771.
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programs, and (g) input from contractors, sub-contractors, community organizations, the
industry, Commission staff, Commissioners, and consumer representatives.

3.3 Interim Marketing Programs

The Marketing Board has devoted a great deal of time and energy to the design of an
interim marketing program, the drafting of the underlying request for a proposal, the conduct of
the competitive bidding process, the process for selecting a successful bidder, the execution of
the interim marketing contract, its approval by the staff of the Commission, its approval by the
Commission, and its administration, review and appraisal.

The activities and results of the first interim marketing program are described in areport
by the contractor, Deen + Black Public Relations, dated October 25, 2000, entitled Connect
Cdlifornia: Interim Marketing Campaign Final Report. Given the relatively small annual budget
(approximately $5 million) in relation to the size of the marketed program ($282 million) and
other mass marketing activities by government (e.g., tobacco, $100 million), coupled with the
fact that this was the board’ s (and contractor’s) first effort, the results of thisfirst effort were
excellent. One of the chief lessons was a confirmation of the board’ s sense that community
organizations are well positioned to market cut-rate telephone service to low-income
households..

The interim marketing effort was also alearning experience for the board. The board
learned that it can cost-efficiently and productively rely on outreach efforts by community
organizations -- those closest to the target populations -- and it also learned that it must place
greater stress on the contractor’ s obligation to monitor and be responsible for the performance of
its sub-contractors. The shortcomings of the first interim program appeared to center on
inadequate performance by a subcontractor, and the general contractor’s failure to deal with the
problem that in atimely way.

At the request of the Commission, the Marketing Board devel oped a request for proposal
for a second interim marketing program. The RFP was published and a bidder’ s conference was
held on February 6, 2001; and a contract with Richard Heath & Associates is now awaiting
Commission action.

3.4 Independent Call Center

A call center was created by the first interim contractor as part of the performance of its
interim marketing contact. At the conclusion of that contract, the board decided that the call
center should be operated by a separate entity under a separate contract so as to provide
continuity in “800" numbers. The reasons for operating the call center as a separate entity and
providing for its administration under a separate contract include the fact that it isintended that it
will operate cooperatively with the second interim marketing contractor and also possibly the
permanent marketing contractor or contractors. The call center’ s existence as a separate entity
managed under a separate contract also gives the board added flexibility in creating and
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administering future marketing contacts.

The “800" number or numbers used by the call center belongs to the board and not the
call center, so that at the termination of the call center’s contract, the board will retain control of
the number or numbers. The practical result, among others, is that promotional materials that
include an “800" number will be usable in the long term.

A key issue that the board has attempted to address in devel oping the RFP for the call
center is the exact scope of the services that will be provided by the call center, including the
provision of services in languages other than English or Spanish. Since the problem has not been
resolved, the RFP for the call center calls for servicesin English and Spanish only. Itis
universally recognized, however, that thisisinadequate.

The problem isthat small carriers are not staffed with personnel able to conversein the
100 or more languages used in California. If the call center enrolls a customer who is only
proficient in alanguage other than English, General Order 153 can be interpreted (wrongly, the
board believes) to require the carrier to give that consumer notices (such asthe initial self-
certification and annual re-certification notices) in the consumer’s own language. In theory, this
will provide effective notice to the consumer. The problem, as noted, isthat few if any carriers
have or will have the capacity to provide notices in foreign languages other than English or
Spanish.

Since the call center will have interacted with the carrier in English, General Order 153
could and probably should be interpreted in the opposite way -- that is, to consider the “sale” of
the service to have been conducted in English (as the call center ordinarily will have done),
which would require the carrier to give its re-certification notices to the non-English speaking
customer in English. However, that raises adifferent problem. If acarrier provides noticesin
English, a customer whose principal language is alanguage other than English may not
understand their content. |If the carrier sends the required certification notices in English, and the
customer does not complete and return them, the customer will not receive lifeline service.

Since the market research study and report indicates that a large percentage of eligible customers
once had cut-rate service, the reason for that may rest in the fact that many customers have not
continued receiving cut-rate service due to language difficulties.

Theseissues are discussed in greater detail in Appendix B. Their resolution probably
callsfor Commission action. Thereisno simple solution. Only if the Marketing Program were
to act as a permanent counselor to a consumer who does not speak English or Spanish would the
practical needs of the consumer be met. That could be a very resource-intensive course of
action. The other approach -- simply modifying General Order 153 to delete the requirement that
the carrier give notices in the subscriber’ s language -- would not solve the problem either.

3.5 Program A ssessment

The essentia elements of any complex project or program include both “ continuous
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assessment” and “ continuous improvement.” The concept recognizes that al complex projects
and programs are imperfectly conceived, designed and administered, and that continuous
assessment and improvement are always possible and usually necessary.

In order to accomplish continuous improvement, any project or program needsto be
assessed for the purposes of identifying shortcomings in concept, design or performance that can
be the subject of continuous improvement. Well-managed organizations typically create
mechanisms for continuous self-assessment as well as assessment by those served.

On-going feedback, assessment and continuous improvement is the responsibility of the
Marketing Board, which fulfills this duty by a variety of means. Assessment and the feedback
onwhich it isbased is both formal and informal. It takes many forms. These include:

I building in design elements, including close monitoring by program staff, that
identify and correct problems on an on-going basis;

I surveys of customers (tel ephone subscribers and those who assist them) that
document how the board’ s efforts are viewed by the chief beneficiaries of the
program,

I periodic reports from and meetings with staff, contractors, sub-contractors and
community organizations; and

I' formal assessments by consultants hired for that purpose.

The Marketing Board relies on all of these methods of feedback. The Marketing Board
has entered into a consultant contract with Sjoberg Evanshenk Consulting that is now being
performed.

Appendix A
Commission Decisions

The Cdifornia Public Utilities Commission (Commission) has implemented the
Legidative mandates in three decisionsin 1996, 1997 and 1998 — D.96-10-066 dated October 25,
1996; D.97-12-105 dated December 16, 1997, and D.98-10-050 dated October 22, 1998. These
decisions have explained the rationale for marketing by a single entity, have created and funded
the Marketing Board, and have defined the Marketing Board' s authority and responsibilities and
articulated guidelines for program implementation:®

A-1. ULTS program

38 See D.96-10-066 dated October 25, 1996; and D.97-12-105 dated December 16, 1997; and D.98-10-050
dated October 22, 1998, modifying portions of D.97-12-105.
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I “The ULTS program isdesigned to promote the use of affordable,
statewide, basic telephone service among low income households.” *°

I “[T]he ULTS program isintended to provide affordable basic telephone
service to all low-income households ....”

I “The UL TS program servesa vital public purpose by providing low-
income households with access to affor dable basic telephone service.” **

A-2. Rationaefor Marketing by a Single Entity

I “With the advent of local exchange competition, the Commission became
increasingly concerned that LECs might usetheir UL TS marketing activities
asameansto gain a competitive advantage. Asaresult, ... the Commission
relieved LECsof their responsibility to market the ULTS program and
created the UL TSMB to serve asa Commission advisory body responsible
for ULTS marketing.” %

I “[W]ith the introduction of local exchange competition, the Commission
needsto ... revisethe ULTS program [to] permit all carrierswho provide
residenEliSaI serviceto UL TS customersto avail themselves of the ULTS
funds.”

I'“A ULTScustomer would befreeto select any carrier from those who
provideresidential local exchange service, [which carrier] would then be
per mitted to submit a claim to the UL TS program for reimbursement.”*

I “[T]he ULTS program should not subsidize the marketing efforts of each
carrier who offersbasic service to low income customers. ... It makesno
sense to have multiple marketing campaigns conducted by each carrier who
istrying to sign up the same customers, especially when the marketing

39 b .96-10-066 dated October 25, 1996 (Opinion, 68 CPUC2d 524, 633).

0 p.97-12-105 dated December 16, 1997, p.3 (Opinion, ___ CPUC2d ).

“l D.98-10-050 dated October 22, 1998, p. 4 (Opinion, ___ CPUC2d __ , ).
2 D.98-10-050 dated October 22, 1998, p. 2 (Opinion, ____CPUC2d ___, ).
43 D.96-10-066 dated October 25, 1996 (Opinion, 68 CPUC2d 524, 636-637).

4 D.96-10-066 dated October 25, 1996 (Opinion, 68 CPUC2d 524, 633).
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expense of each carrier issubsidized by the ULTS program. ... In addition,
multiple marketing effortstend to indirectly subsidize the carrier’s overall
marketing strategy. ... Such advertising also promotesthe name of a
particular carrier at the expense of ratepayers. It also indirectly subsidizes
the marketing of other services, such aslucrativetoll and enhanced services
.... Havingindividual carrierscontinueto market the ULTS program may
lead to abuses of a subsidized marketing system.” *®

I “We believethat in a competitive environment, a single entity should be
responsible for the marketing of UL TS services. The advantage of this
approach isthat no particular carrier isdirectly benefitted by ULTS

mar keting activities. Instead, potential customersare freeto choose which
carrier they want to call. A single entity also limitsthesize of theULTS
marketing expenses. Instead of ratepayer s having to subsidize multiple ad
campaigns, there could be a single budget for marketing expenses. A third
advantageisthat the entity can specifically target the ULTS marketing to
customer groupswhich have lower subscribership rates.”

I “Wefavor the establishment of a ULTS Marketing Working Group ... to
assist the Commission in developing a budget for statewide marketing
strategiesfor the ULTS program, to develop competitively neutral marketing
strategies, and to over see the development and implementation of ULTS

mar keting campaigns.” ¥/

A-3. Process for Marketing Strategy Design

I “Theworking group should consist of twelve members... from thelarge
and medium size LECs... the IECsor the CLCs... consumer groups or
publicinterest groups... small LEC ... wirelesscarriers... Consumer Services
Division.”®

I “The advantage of such aworking group isthat all of the members have an
interest in making surethat marketing of ULTS servicesreach aswide an
audience as possible.” *°

5 D.96-10-066 dated October 25, 1996 (Opinion, 68 CPUC2d 524, 639).
%6 D.96-10-066 dated October 25, 1996 (Opinion, 68 CPUC2d 524, 639).
4" D.96-10-066 dated October 25, 1996 (Opinion, 68 CPUC2d 524, 640).
8 D.96-10-066 dated October 25, 1996 (Opinion, 68 CPUC2d 524, 640).

9 D.96-10-066 dated October 25, 1996 (Opinion, 68 CPUC2d 524, 640).
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I “Preferably, the representatives of the carriers should have marketing and
sales backgrounds.”*°

A-4. Objectives of Marketing Campaigns

I “The ULTSMB should implement a mass-mar keting campaign for the
ULTSprogram ....” >

I “[T]he ULTSMB [shall] focus on achieving the UL TS program goal of
providing basic phone service to all qualifying low-income households.” *2

' The ULTSMB shall: “ (1) develop annual UL TS marketing budgets, (2)
devise competitively neutral marketing strategies, and (3) overseethe
implementation of UL TS marketing campaigns.”

I' “The Commission haslong considered marketing to be an important part
of the ULTS program since marketing is one of the primary means by which
low-income households are informed about the existence of the ULTS
program and how to participatein the program.”>*

I “[T]he ULTSMB [shall] achieve ... the greatest reduction possiblein ...
households ... without ... service and [the] greatest increase possiblein the use
of the UL TS program among those ... who currently have ... service.” >

A-5. Utilization of Outside Contractors

I “The... Group will recruit a qualified advertising agency to develop print,
billboard, and radio advertising for the ULTS program, aswell as qualified
nonprofit CBOsto engage in community outreach to promotethe ULTS

%' D .96-10-066 dated October 25, 1996 (Opinion, 68 CPUC2d 524, 640).

>l D.98-10-050 dated October 22, 1998, p. 7 (Opinion, ____CPUC2d ).
52 b .97-12-105 dated December 16, 1997, p.4 (Opinion, ___ CPUC2d __, ).

>3 D.98-10-050 dated October 22, 1998, p. 2 (Opinion, ____CPUC2d ).
> D.98-10-050 dated October 22, 1998, p. 1 (Opinion, __ CPUC2d ___ , ).

%5 D.97-12-105 dated December 16, 1997, p. 7 (Opinion, cpuc2d ., ).
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program.”

I “The... Group should develop competitively neutral waysin which
consumer s can beinformed about which carriersoffer ULTS service, and
how UL TS service may vary from carrier to carrier.”>’

I “The ad campaign should not result in an advantage or disadvantage for
any carrier.”>®

I “[T]he ULTSMB shall only contract with those entitieswhich the
UL TSMB determineswill provide the most cost-efficient means for
conducting the interim mass-marketing campaign.”*°

I' “The ULTSMB should comply with State procurement rulesasit
implements the mass-mar keting campaign.” ®

A-6. Marketing to Low Subscribership Rate Groups

I “[T]he purpose of the ULTS program isto help achieve the Commission’s
goal of a 95% subscriber ship rate among all customer groups.”®

I “T]he program isintended to serve low-income households regar dless of
whether or not a particular low-income household belongs to customer
groupswith a 95% subscribership rate..” %

A-7. Marketing to Eligible Households With and Without Phone Service

I “[T]he ULTSMB [shall] reflect the most pressing needs [by] devoting 80%
of its marketing budget to campaigns ... to bring basic telephone serviceto

5

[e)]

D.96-10-066 dated October 25, 1996 (Opinion, 68 CPUC2d 524, 640).

> D.96-10-066 dated October 25, 1996 (Opinion, 68 CPUC2d 524, 640).

%8 D.96-10-066 dated October 25, 1996 (Opinion, 68 CPUC2d 524, 640).

% D.98-10-050 dated October 22, 1998, p. 5 (Opinion, cpucad ., ).

% D.98-10-050 dated October 22, 1998, p. 7 (Opinion, cPuc2d , ).

%1 D.97-12-105 dated December 16, 1997, p. 4 (Opinion, cPUC2d ).

62 D.97-12-105 dated December 16, 1997, p. 3 (Opinion, cPuc2d ., ).
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qualifying households currently without telephone service.”

I “[T]he ULTSMB should devote the remaining 20% of its marketing budget
to ... households with phone service who qualify for the ULTS program [but
do not] actually usethe program.”®

I “The... 80-20ratio ... should reverse over timeasthe ULTSMB achieves
successin bringing the UL TS program to qualifying households lacking
telephone service” ®

A-8. Sources of Information for Designing Marketing Campaigns

I “Toensurethat ULTS marketing campaigns are based on sound
information, the Commission in D.97-12-105 (1997) directed the ULTSMB to
refrain from marketing the UL TS program until after the Board had
completed a market study of low-income households.” %

I “[T]o acceleratethe start of UL TS marketing campaigns by the ULTSMB,
[D.97-12-105 ismodified] so asto allow the ULTSMB to conduct an interim
mass-mar keting campaign pending the completion of the market study.”®’

I “By using tar geted marketing, the ... Group should be ableto increase
subscriber ship rates by having access to data concer ni ng income, ethnicity,
and geogr aphy, aswell as other marketing guidelines.”®

I “The ULTSMB should contract for one or more market studiesto gather
theinformation necessary for the development of UL TS marketing
campaignsthat will achievethe... prioritiesfor the UL TS program.”®

I “[T]he ULTSMB should work with community groupsin assessing the

6

w

D.97-12-105 dated December 16, 1997, p. 4 (Opinion, CPUC2d , )..

%4 D.97-12-105 dated December 16, 1997, p. 4 (Opinion, cPUC2d ., ).

% D.97-12-105 dated December 16, 1997, p. 4 (Opinion, cPuc2d ).

% D.98-10-050 dated October 22, 1998, p. 2 (Opinion, cPUC2d , ).

%7 D.98-10-050 dated October 22, 1998, p. 3 (Opinion, cPuc2d , ).

%8 D.96-10-066 dated October 25, 1996 (Opinion, 68 CPUC2d 524, 640).

6

o

D.97-12-105 dated December 16, 1997, p. 7 (Opinion, cpPUC2d , )..
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needsfor ULTS marketing, identifying barrierstotheuse of theULTS
program, and in developing the most effective marketing campaigns.” ™

A-9. Marketing Campaign Design and |mprovement

I “[T]he ULTSMB [shall] formulate a coherent plan to achieve [the
Commission’s] stated objectives for the UL TS marketing campaigns.” ™

I “[T]he ULTSMB should contract with one or more qualified advertising
agencies, community-based organizations (CBOs), and other entitiesto
implement the plan.”

I “[T]he ULTSMB [shall] deter mine whether the ... campaigns should use a
mass mar ket approach, a customer segment-by-customer-segment appr oach,
or some combination of thetwo.”

I “The ULTSMB should oversee and monitor ... the entities contracted to
implement the ... campaigns [and] should continuall;/ assess [whether] they
are accomplishing the goals of the UL TS program.” "

I “[T]he ULTSMB’scontracts... should contain clear numerical goalsfor:
(1) reducing the number of households ... without phone service,” and (2)
reducing the number of qualified households not using the program.’

I' “The ULTSMB’sannual report shall include “ (i) theidentity of [each]
contractor; ... (v) numerical goals associated with the contract; (vi) the
contractor’ssuccessin achieving the numerical goals; (vii) a description of
therewards and penalties; (viii) the dollar amount of any award or penalty;
and (ix) the cost effectiveness of the contractor, e.g., dollars spent to provide
UL TSto a household that was without phone service.” ®

70 b.97-12-105 dated December 16, 1997, p. 7 (Opinion, ___ CPUC2d ___, ).
" D.97-12-105 dated December 16, 1997, p. 7 (Opinion, ___ CPUC2d ___, ).
"2 b.97-12-105 dated December 16, 1997, pp. 7-8 (Opinion, ___ CPUC2d ).
"3 D.97-12-105 dated December 16, 1997, p. 7 (Opinion, ___ CPUC2d___, ).
" b.97-12-105 dated December 16, 1997, pp. 8-9 (Opinion, ___ CPUC2d ).
7 D.97-12-105 dated December 16, 1997, p. 8 (Opinion, ___ CPUC2d __, ).
76 b.97-12-10 dated December 16, 1997, p. 24 (Opinion, ___ CPUC2d ___, ).
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I “Starting in ... 2000 the UL TSM B should only contract with entities that
have proven to be the most cost-effective [or] new entitiesthat promiseto be
mor e cost-effective ....” '

I “[T]he ULTSMB should alter its marketing campaigns, as necessary, to
achieve the goals of the UL TS program.” @

A-10. Program and Contract Administration

| TheULTSMB is“an advisory body to the Commission.”

I “[M]any of [the ULTSMB’s] functions[ar €] contracted out to third
parties.” &

I “[T]he ULTSMB must comply with the State’s contracting and
procurement rules.”®

I “The ULTSMB should “ not hire any staff” but should “rely upon itsown
resourcesor the support staff ... for the ULTS Trust Committee” and, if
these prove inadequate, to [the Commission’s] own staff.” &

I While “wor kshop participants suggested ... interim marketing activities, we
shall not provide fundsfor marketing activitieswhilethe ULTSMB isin the
process of developing its marketing programs.”

I The ULTSMB shall “submit an annual report to the Commission [which
shall] detail activitiesduring the past year, theincrease or decreasein ULTS
customers, ... subscriber ship rates by income, ethnicity, and geography, and

" D.97-12-10 dated December 16, 1997, p. 8 (Opinion, ___CPUC2d __, ).
"8 b.97-12-105 dated December 16, 1997, p. 9 (Opinion, ___ CPUC2d ___, ).
7 D.97-12-105 dated December 16, 1997, p. 5 (Opinion, ___ CPUC2d ___, ).
80 b.97-12-10 dated December 16, 1997, p. 5 (Opinion, ___ CPUC2d ___, ).
81 b.97-12-105 dated December 16, 1997, p. 5 (Opinion, ___ CPUC2d ___, ).
82 b.97-12-10 dated December 16, 1997, p.9 (Opinion, ___ CPUC2d ___, ).

8 b.97-12-105 dated December 16, 1997, p. 11 (Opinion, ___ CPUC2d ___, ).



expectations and objectives during the coming year,” and other data.®*

A-11. Marketing Board Recommendations

I' The Commission “welcome[s] recommendationsfrom the ULTSMB ... in
itsannual report to the Commission.” ®

' The Commission “welcome[s| recommendations... on how to use existing
funding levelsfor the ULTS marketing program to reduce the total number
of households that qualify for UL TSthat arewithout phone service.” %

' The Commission “welcome[s] recommendations... on how to use existing
funding levelsfor the ULTS marketing program to” reduce the number of
households with phone service who qualify for the ULTS program but do not
actually useit.®’

8 b.97-12-105 dated December 16, 1997, p. 24 (Opinion, cpuc2d ., ).
8 b.97-12-105 dated December 16, 1997, p. 5 (Opinion, ___CPUC2d ___, ).
8 b.97-12-105 dated December 16, 1997, p.5 (Opinion, cPuc2d ., ).

87 b.97-12-105 dated December 16, 1997, p. 5 (Opinion, cPuc2d ).
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Appendix B
Non-English Languages

The problem that the board has been unable to resolve -- and that probably invites
Commission analysis and action -- relates to the facts that (a) alarge number of consumers who
qualify for lifeline service but are not receiving the service speak languages other than English;
(b) the profitability of residential serviceis marginal and declining, and the profitability of
serving lifeline customers (and especially foreign-language speaking customers) is below
average. While profitability to carriersis not directly relevant to the ULTS program, it can
negatively affect carrier incentives to serve sub-markets (especially non-English-speaking
customers) that generate less profit.

The board’ s desireisto establish acall center that is staffed by persons who are bilingual
or multilingual in all of the most frequently spoken languages and who will apply their talentsto
help low-income consumers select and connect with alocal carrier. It isalso the board’' s desire
that the call center serve peoplein all of the maor languages that are spoken in California.
There is no doubt that non-English-speaking persons are in specia need of advice and assistance
is selecting a suitable carrier and obtaining the discounted service.

The problem isthat if the call center is successful -- if it usesits foreign-language-
speaking staff to obtain service for a non-English-speaking consumer -- the carrier who acquires
that person as a customer might incur additional burdensthat it would not incur if the customer
were an English-speaking customer who obtained service without the program’s help. The
problem, specifically, isthat a carrier who sells service to a non-English-speaking customer may
incur a continuing obligation to interact with that customer in the language spoken by that
customer, and that carriers apparently are not generally staffed or financially able to do that. The
result is that there will be a disincentive to serve foreign-language-speaking consumers who are
sought to be enrolled by the call center’ s non-English-speaking staff.

The Commission rules that give rise to this problem are part of General Order 153. The
rules that are most relevant to this letter include:

Section 2.1.51, which states that “ All telephone carriers that offer residential local
exchange service are required to offer ULTS.”

Sections 4.1.1-4.4.1, requiring carriers to give notices to all newly-enrolled
customers of the availability of the low-cost service.

Section 4.2.2 and 4.4.3, requiring customers to compl ete a self-certification form
and return it within 30 days.

Section 4.3.1 and 4.5.4, requiring carriers to provide and consumers to complete
and return an annual re-certification form.

Section 4.6.1, stating that any carrier that “sells ULTS in alanguage other than
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English shall provideto its ULTS customersto whom ULTSwas sold in a
language other than English with ... Commission-mandated notices that are in the
same language in which ULTS was originally sold, ...customer certification forms
and re-certification forms that are in the same language ..., [and] toll-free access
to customer service reps who are fluent in the language in which ULTS was
originally sold.”

Under these rules, a carrier who signs up a foreign-language-speaking customer is
required to create and send the required self-certification and annual re-certification formsin the
customer’ s language, and to interact with that customer in the customer’s own language with
respect to billing disputes, requests for additional services, and other matters. Since the language
spoken by the consumer might be any one of a hundred or more languages spoken in California,
few carriers are likely to be able to afford to equip themselves to provide service to everyone. It
is anticipated too that they will tend to be reluctant to process applications for service from
customers who speak alanguage other than English or perhaps Spanish.

In view of the many foreign languages spoken in California, it is not surprising that few
companies may choose to hire and train bilingual or multilingual people to function as sales
agents in alanguage other than English and Spanish. In fact, we understand that alarge firm,
Verizon, has requested the Commission to waive arequirement (entered into in D.96-10-076,
discussed in item 25, Decision 00-10-028 dated October 5, 2000) that the company give
Commission-mandated notices and provide customer service in Cantonese, Korean, Japanese,
Mandarin, Spanish, Tagalog and Vietnamese. Smaller firmswill be especially reluctant to incur
the expense of equipping themselves to interact with customers in more than one, two or three
languages at most.

While one can view areluctance to serve foreign-language-speaking consumers as
morally reprehensible, the Legislature and the Commission do not presently require carriers to
conduct businessin foreign languages. As noted above, the Commission only requires that
carriers offer ULTSin English. The practical result, under the present law, may be that carriers
(other than the incumbent carriers, insofar as they are subject to special rules) may increasingly
refuse to interact with prospective or existing ULTS consumersin any language other than
English and perhaps Spanish. The use of the word “increasingly” is based on published statistics
on the telephone industry’ s decline in overall profitability, which will incent industry members to
reduce costs. (This prognostication may bein error.)

The direction toward which the board desires to move, however, is reflected in the
discussion of “Personal Counseling and Enrollment Services’ in part 2.5 above.

The impasse, as noted above, isthat if the call center is successful, the carrier that enrolls
the customer may incur obligations, which the carrier will be required to perform, to give notices
to and interact with a non-English-speaking customer in the customer’ s own language, and that
all except the largest carriers are not likely to be equipped or financially able to do so.

The board has considered approaches that might address this problem. Oneisto view the
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call center as the non-English-speaking customer’ s agent rather than the carrier’s agent. On that
theory, the carrier will have “sold” the service in English, and will not incur an obligation to
interact with the customer in the customer’s own language. One problem with this approach is
that the Commission (and perhaps the courts) may not concur in this characterization. But if the
call center were structured and its functions defined by a Commission rule that stated that the call
center was the customer’ s and not the carrier’ s agent, the risk of that might be reduced.

Another problem isthat a carrier that enrolls that customer is required to promptly send
the customer a self-certification form which must be returned within 31 days, and that that form
would be in English, and therefore possibly unreadable and possibly ignored by the prospective
non-English-speaking customer when he or she received it in the mail, if the call center were
considered to be the customer’ s agent and the carrier is considered to have “sold” the servicein
English. On the other hand, if the Commission were to view the call center as the customer’s
agent, and not the carrier’s agent, the carrier would not be obligated to send the self-certification
formsin the customer’ s language. The annual re-certification notice would also be in English,
rather than the language spoken by the customer, and alarge number of these would be ignored.
The result, again, would be that the eligible customer would not obtain the low-cost service.

The board has also considered liability issues. If the call center performs the function
envisaged by the board -- that is, interacts with the non-English-speaking customer as fully as
necessary to meet the customer’s needs -- the call center will occasionally be charged with
misrepresentation, or with acts or omissions that give rise to breach of contract claims by either
the carrier or the consumer. Carrierstypicaly provide their own sales staff with agreat deal of
training in the intricacies of the services being marketed and provided. To the extent that a call
center acts as an intermediary on substantive matters for several carriers, the call center staff will
face even greater challenges and risks of error than the sales personnel who work for asingle
carrier. Hence, if the call center were assigned that role, it would be important to fund and
require alot of training of staff, and to aso establish immunity by statute from liability, smilar
to the immunity accorded public employees and non-government personnel who serve as small
clams advisors.

—finis—
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